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Mr. Sparkman, from the Select Committee on Small Business, 
submitted the following 


REPORT 


Tae Unavutruorizep Use or ALUMINUM IN THE StrorM-WINDOW 
INDUSTRY 


Aluminum has become one of the most important metals in our 
economy, whether that economy be geared to peace, partial mobiliza- 
tion, or total war. 

The widespread use of aluminum in the building trades and in many 
other industries is comparatively new. Because of its recent develop- 
ment and the minimum of tools that are required, the majority of the 
fabricators in this industry are small business concerns. ‘The number 
of these fabricators of aluminum products increased from less than 800 
shortly before World War II to more than 17,000 by 1950. 

The storm-window industry is typical of the recent growth in this 
field. The present type of metal combination window originated only 
about 13 years ago, yet today there are approximately 4,800 independ- 
ent concerns which manufacture or distribute this product. In 1950, 
home owners spent an estimated $99,000,000 for storm windows. 

Even before Korea the rapid increase in the use of aluminum had 
outdistanced the supply. Many fabricators were being supplied by 
producers on an allocation basis which was necessitated by the limited 
supply and ever-increasing demand. The mobilization program and 
its resulting requirements for aluminum served to make an already 
bad supply situation desperate. 

In late 1950, military demands for aluminum prompted the National 
Production Authority to recommend an absolute prohibition on the 
use of aluminum in the manufacture of 206 items classed as non- 
essential. At this early date the requirements of the military for 
aluminum had not been determined; consequently, your committee 
objected strongly to such drastic action being taken based on unsub- 
stantiated military requirements. ‘This so-called death edict would 
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have meant a sudden and complete collapse for many small aluminum 
fabricators had it been put into effect. Following strong representa- 
tions on behalf of small fabricators the NPA temporarily dropped the 
outright prohibition order and instead on November 13, 1950, issued 
an order (NPA Order M-7) which established a base period for 
calculating percentage amounts that fabricators would be allowed to 
use. December allocations were 100 percent of the base period, and 
dropped progressively to 80 percent in January, 75 percent in Febru- 
ary, and 65 percent in March. 

Regardless of the protests that were directed against the prohibi- 
tion order, the NPA again revived its “death edict’’ on February 1, 
1951, to become effective April 1, 1951. Continuing pressure brought 
a reprieve until May 1. Finally the idea of the “death edict’’ was 
dropped altogether. Had the inflated military requirements gone 
unchallenged thousands of small aluminum fabricators would have 
been put out of business without just cause. 

Nevertheless, the increasing demand for aluminum to be used in 
defense production left progressively smaller quantities for less es- 
sential civilian items. Consequently, it was necessary that the 
permitted use percentage under M-7 and the allocations, under the 
Controlled Materials Plan, which was instituted on July 1, 1951, be 
reduced from time to time as the situation continued to change. The 
allocation for the fourth quarter of 1951 found this percentage for 
some items reduced to 20 percent of the base period. 

While the majority of the small fabricators managed to struggle 
along under M~7 and the meager allocations that were granted to 
them under the CMP, many were forced to suspend operations. 

The awareness of your committee to the precarious position of these 
small fabricators caused it to view with doubt the validity of adver- 
tisements which began to appear in eee and trade journals 
offering storm windows and other finished aluminum products with 
immediate delivery. Shortly thereafter, however, small fabricators 
complained to your committee that serious injury was being done to 
their competitive position by companies that were wholly disregard- 
ing the regulations. One aluminum fabricator complained to your 
committee: 

I have spent years building up my system of distribution and now it is falling 
apart because I cannot furnish my distributors with enough windows to continue 
in business; yet, every week other manufacturers are coming to them and saying, 
“How many windows do you need? I can give you immediate delivery.”” The 
situation is critical. 


Cognizant of the injury that might be inflicted upon the many small 
fabricators in this field, your committee conducted a preliminary in- 
quiry to determine if the charges that had been made were true. This 
inquiry indicated that the complaints were true and that the storm- 
window industry appeared to be the field in which the most flagrant 
violations of the NPA 1egulations were occurring. This was later 
borne out by Mr. Robert L. Winn, Assistant General Counsel for Com- 
pliance, NPA, when he testified that the Compliance Division of NPA 
had “spent an inordinate amount of time” on the storm-window in- 
dustry. The books of 10 storm-window manufacturers suspected of 
violation were checked by your committee and 9 of the 10 were found 
7 have used substantially more aluminum than had been allotted to 
them. 
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THE EFFECT OF NONCOMPLIANCE 


Mr. Nelson Blair, sales manager of the Eagle-Picher Co. of Cin- 
cinatti, Ohio, testified that the company he represented had suffered 
a direct financial loss as a result of the failure of competitors to comply 
with the established regulations. Realizing aluminum was going to 
be in short supply, the Eagle-Picher Co. reasoned that their only hope 
of keeping their distributing organization alive was to find a substitute 
material. Assuming that there would be an increased demand for 
wooden storm windows since aluminum ones would not be available, 
the company invested over a half-million dollars in the manufacture 
of wooden storm windows. The result of this venture is explained by 
Mr. Blair thusly: 

We still have some of those windows in stock; we are, in other words, still trying 
to liquidate that original inventory, all because aluminum has been present in 
such quantities that our distributing organization finds it impossible to do a job 
on wood windows. In our own case we will be happy if we get out with a 20- 
percent loss on the original investment. 

Eagle-Picher entered the period of shortage with a complete line of 
storm enclosure products but had to eliminate the production of 
many of them in an attempt to furnish their distributors with a suffi- 
cient quantity of storm windows to allow them to continue in business. 
Notwithstanding the expenditure of a half-million dollars to substitute 
wooden windows for aluminum ones and the imposition of severe 
restrictions on the type of products manufactured, Eagle-Picher no 
longer supplies 55 percent of the accounts they had when controls 
were first instituted. The company is apprehensive of its ability to 
recapture this lost business when the period of shortage has passed. 

Charles E. Hunter, of Bristol, Pa., president of the National Storm 
Window and Door Institute, related that his own concern, the Hunter 
Manufacturing Co., had found it necessary to lay off approximately 
200 employees and to shut down for a 6-week period as a result of 
insufficient allocations from the NPA. Mr. Hunter further testified 
that the competitive position of manufacturers who had complied 
with the regulations had been severely damaged by companies which 
had goods to sell as a consequence of ignoring the regulations restrict- 
ing use. 

‘a LEGAL TECHNICALITY” 


To get to the bottom of this matter your committee summoned 
representatives of several of the companies which appeared to have an 
ample supply of aluminum products for sale despite the stringent 
regulations that had been imposed. 

Officers of the Aluminum Air Seal Co. of Youngstown, Ohio, admitted 
that Aluminum Air Seal had received approximately a half-million 
pounds of aluminum in excess of its allotment during the period July 
1—December 31, 1951. The excess received by Aluminum Air Seal 
through “a legal technicality”? was more than half again the amount 
that had been allotted to the corporation. 

Mr. Paul Horsch, assistant secretary of the Aluminum Air Seal Co., 
explained it thusly: The Aluminum Air Seal had been granted an 
allotment by the NPA based upon the amount the company had 
used during the base period. However, the great majority of the 
aluminum used by the company during this period had also been 
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used by their distributors as it had been shipped to them in the form 
of knocked-down windows. At the instigation of Aluminum Air 
Seal, the distributors also requested an allotment from the NPA. 
These requests for allotments were granted notwithstanding the fact 
that Aluminum Air Seal had already received an allotment that was 
based upon this aluminum that was used by both Aluminum Air 
Seal and its distributors during the base period. This was, in effect, 
a double allotment granted upon the same historical usage. Further 
questioning of Mr. Horsch disclosed that he had seen this techni- 
cality in the law and had taken advantage of it even though he did 
not feel this was the result intended by NPA.!. The NPA subse- 
quently corrected this technicality by canceling the allotments that 
had been made to the distributors but not before a half-million 
pounds of aluminum escaped to this one company. Several other 
companies took advantage of the same loophole that was used by 
Aluminum Air Seal. 


“THE WAY WE INTERPRETED THE REGULATIONS——” 


The promulgation of the NPA regulations restricting the use of 
aluminum and the advent of the Controlled Materials Plan without 
a doubt resulted in much confusion. However, the explanations 
offered by some of the witnesses appearing before your committee as 
to why they used more aluminum than they were authorized indicate 
either a complete disregard of the regulations or a very strained inter- 
pretation—always strained so that they could use considerable more 
aluminum than they were authorized to use or bad been allotted to 
them. 

National Production Authority Order M—22, effective January 12, 
1951, provides that scrap shall not be— 

* * * delivered or received pursuant to any existing or future toll, conver- 
sion, or repurchase agreement, or any similar arrangement, without the prior 
written approval of the National Production Authority * * * 

The testimony as to Diamond Building Products Co. of Cleveland, 
Ohio, indicated that it had violated these regulations regarding scrap 
by using its self-generated scrap without the prior approval by NPA 
of the toll-processing agreement as reauired by M-22. Mr. Harold 
M. Gruener, representing Diamond, attempted to justify the use of 
this scrap by stating that they had secured it pursuant to a toll agree- 
ment which had been entered into prior to the effective date of CMP. 
The pertinent language of \[-22, quoted above, clearly states that 
the regulation applies to existing as well as future toll agreements. 
Furthermore, the requirement that such agreements be approved by 
the NPA was stipulated in Order M-—22 as early as January 12, 1951, 
almost 6 months prior to CMP. 

Trimedge, Inc., of Youngstown, Ohio, a corporation affiliated with 
the Aluminum Air Seal Co., delivered extruded shapes to customers 
during 1951 at premium prices described by these customers as a 
surcharge for the scrap that was used to make the extrusions, In 
answer to questions, Mr. Paul Horsch, here speaking as treasurer of 
Trimedge, testified that this company had delivered extrusions to the 
Warner Manufacturing Co. of Jersey City, N.J., and that this premium 

1 Mr. Horsch was employed by the National Production Authority from January 4 to June 29, 1951. He 


came to NPA as a commodity industry analyst but was subsequently made Chief, Extrusion Section, 
Products Branch, Aluminum-Magnesium Division. 
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price was due to the premium price paid for the scrap from which 
the extrusions were made. Mr. Lewis L. Warner, representing the 
Warner Co., testified that, insofar as he was able to determine, there 
was no difference in the quality of the extrusions for which the pre- 
mium had been paid and that for which no premium had been paid. 

Mr. Benjamin Shodell, production manager of the Winstrom Manu- 
facturing Co., of College Point, Long Island, N. Y., testified that his 
company had paid a premium for extrusions which were delivered to 
them by the Trimedge Co. Mr. Shodell complained of the quality 
of these extrusions and admitted that they were not charged against 
their allowable usage. From the record: 

Mr. Lona. Did you at that time inquire of the NPA directly as to whether or 
not that was within the regulations? 

Mr. Suope.u. No, sir; but there was at least a Mr. Seffer [representing the 
seller, Trimedge], who we think very highly of, who assured me that there was no 
violation in this. The order was entered into in May and there was an interim 
period in which we undertsood that the M orders were out and the CMP was 
going to go into effect in the third quarter and as long as the materials were de- 
livered prior to a cut-off date, which I believe was in October, then it was all right 
to receive the material. At least that was the understanding at that time. 

ok * * x ox * BS 


Mr. Lone. Have you since that time attempted to determine from NPA as to 
whether or not that was a violation of the regulations: 

Mr. SHopet.t. | believe our attorney told us in preparation for this conference 
here, that there was never an abolition of the M orders, that there was no hiatus 
period during which we can do this. 

As previously stated, NPA Order M-—22 clearly provides that scrap 
shall not be delivered or received pursuant to such a toll agreement 
without the prior approval of NPA, whether the agreement be an 
existing one or one entered into after the effective date of the regula- 
tion. ‘This regulation became effective on January 12, 1951, and was 
given a wide distribution. The provision stipulating that NPA 
written approval was necessary was explicitly set out in a booklet on 
CMP issued June 7, 1951. Neither the Warner Co. nor the Winstrom 
Co. ever received, or even applied for, permission from the NPA to 
have scrap made into extruded shapes by Trimedge. Nor did 
Trimedge, as the promoter of the plan, assure itself that the trans- 
action had been approved. The close scrutiny that Mr. Horsch gave 
the regulations in securing a double allotment for Aluminum Air Seal 
certainly was not app#rent in this instance. 

The original CMP regulation, issued May 3, 1951, required that 
controlled materials be counted against the allotment for the period 
in which they were received. Two minor exceptions were later per- 
mitted. Material that was ordered prior to the effective date of the 
CMP and scheduled for delivery during the second quarter of 1951, 
which would not exceed the inventory regulation (45 day supply)? 
could be received during the third quarter of 1951, and not counted 
against the allotment for the third quarter if the consumer was not 
responsible for the postponement of the delivery. Material shipped 
during the first 7 days of the fourth quarter of 1951, need not be 
counted against the fourth-quarter allotment so long as delivery was 
originally scheduled for the third quarter and the consumer was not 
responsible for the delay in delivery. However, of course, it was 
required that this material be counted as a part of the allotment for 
the third quarter. 


2? The inventory regulation permitted a 60-day supply until October 12, 1951, at which time it was changed 
to allow only a 45-day supply. 
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Records of the Warner Manufacturing Co. for the third and fourth 
quarters of 1951 show that this company received over a half-million 
pounds of aluminum in excess of the amount that had been allotted 
to it by the NPA. In addition, this company violated the regulations 
limiting orders by placing orders for 922,000 pounds of aluminum for 
the third quarter of 1951 when its allotment was but 253,000 pounds. 
Mr. Warner attempted to justify this action by saying these orders were 
only “requests to have the supplier accept that amount of material 
for fabrication,” but orders for more than twice the allotment were 
permitted to remain outstanding. 

On April 15, 1952, the Alsco Co. of Akron, Ohio, was brought before 
a NPA hearing commissioner and charged, along with an affiliated 
corporation, with using at least 3,400,000 pounds of aluminum in 
excess of the quantities permitted under applicable regulations and 
orders of NPA. This is more aluminum than was allotted to the 
entire storm-window industry for the first quarter of 1952. Alsco 
admitted the truth of the charges as to this excessive use. An order 
was then entered in this adversary proceeding withholding all alloca- 
tions and priority assistance from Alsco and prohibiting Alsco from 
using controlled material for a period of 1 year beginning April 15, 
1952. 

Officers of Alsco were called as witnesses before your committee to 
testify concerning this excessive use of aluminum. Mr. Simon L., 
Wansky, vice president of Alsco, attempted to justify this action in 
two ways. 

First, it was asserted that a large portion of that used in excess was 
imported aluminum, and since this imported aluminum had been 

urchased prior to the limitations on use, the prohibition did not apply. 

he futility of such an argument is apparent from even a cursory 
reading of the limitation order. This order (M-7, issued November 
13, 1950) categorically states that no person shall use in excess of the 

ercentage allowed and it makes no exception for imported aluminum. 

uring the period of unauthorized usage by Alsco two further clarifi- 
cations were issued by the NPA. An amendment to M-7 issued on 
March 31, 1951, specifically pointed out that the aluminum referred to 
in M-7 included aluminum obtained from either domestic or foreign 
sources. After the CMP went into effect, it was again clearly stated 
in an amendment to CMP Regulation 1 that imported aluminum was 
covered by the allocation program and that any imported aluminum 
used should be charged against the quantity allotted to the user. 
This regulation reads ‘Controlled material means domestic and im- 
ported steel, copper, and aluminum * * *.” 

Second, it was asserted in justification of this excessive usage that it 
was their understanding under CMP that it was proper for Alsco 
to make windows out of the entire allotment of billets they received 
from the Aluminum-Magnesium Division of NPA regardless of the 
allotment of extrusions Alsco received from the Building Materials 
Division for use in making windows and doors, based upon their 
production schedule. A word of explanation as to the situation with 
regard to the two allotments will serve to clarify the point. Alsco, 
as a commercial extruder, was qualified for an allotment of billets 
from which it could make extrusions. These extrusions were to be 
sold to manufacturers when the required allotment certifications were 
presented. Alsco, as a manufacturer of windows and doors, was 
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allotted a certain amount of extrusions by the Building Materials 
Division that could be used to manufacture doors and windows. This 
allotment from the Building Material Division was the true measure 
of the quantity that should have been used by Alsco in the manufac- 
ture of windows and doors. CMP Regulation 1, section 9, specifically 
states that no consumer shall exceed his authorized production schedule 
with certain minor exceptions. The procedure followed by Alsco was 
not one of the exceptions. 


CONCLUSION 


The widespread overusage found in the storm-window industry by 
your committee raises a doubt as to the effectiveness of these regula- 
tions in equitably distributing that aluminum which is available for 
civilian production of these products. Warped interpretations and 
resort to legal technicalities indicate that the program is not getting 
popular support, at least in the storm-window industry. 

The injuries to competitive positions outlined in this report are 
typical of those received by your committee from many small fabri- 
cators. These small fabricators are concerned as to whether they will 
ever be able to regain the competitive position that they have lost to 
unscrupulous competitors during this period of national emergency. 
They feel that the Government has the responsibility of assuring, 
during a critical period, that those persons who violate defense regula- 
tions do not profit at the expense of those who comply with these 
regulations. 

From its study of this single commodity of aluminum storm win- 
dows, your committee cannot fairly argue that similar conditions of 
noncompliance exist in other commodity areas. Nonetheless, with 
other commodities in critical short supply, a reasonable presumption 
may be drawn, if not a demonstrable conclusion, that similar non- 
compliance factors may exist. If the situation portrayed here is in 
any way typical, the contention of the NPA— 
that our economy, to better than 98 percent, is in full compliance with both the 
so and the spirit of the letters and orders of the National Production Author- 

pin 
is questionable. 

Testimony received by your committee indicates that the Com- 
pliance Division of the NPA is woefully understaffed to effect an 
assured compliance program. This is exemplified by the fact that 
the compliance staff in one of the most thickly concentrated area of 
small business concerns in the United States—New York and New 
Jersey—has only 45 investigators and 4 attorneys. 

Increased allocations for aluminum fabricators for the third quarter 
of 1952, resulting from the increase in production and from the 
“stretching out” of the Air Force expansion program reduces, to a 
limited extent, the severity of the effect of unauthorized usage upon 
the small fabricator who is using only what he is allowed under the 
regulations. However, this increase in allotments proposed by the 
NPA for the third quarter of 1952 will bring many small fabricators of 
nonessential items up to only 45 percent of their base-period operation. 
This will not assure the fabricator that he will have enough metal to 
prevent serious injury to his competitive position as a result of a 
continuing disregard of the regulations by competitors. 
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The complete files of your committee on possible violations of both 
the National Production Authority and Office of Price Stabilization 
regulations have been made available to the respective agencies and 
your committee is hopeful that immediate action will be taken by 
these agencies to prosecute violators, and to guard against such activi- 
ties in the future. The action of the NPA in proceeding against the 
Alsco Co. and others is certainly a step in the right Giesetion but 
there is a great deal more to be done. Every effort must be made by 
the appropriate Government agency to insure that this situation 
does not continue to exist for, as stated by the chairman of the sub- 
committee in opening the hearings on this subject: 

Every pound of aluminum that is being used illegally is another pound that 


should be made available to the many small fabricators who are abiding by the 
regulations and need it so badly. 


a 








